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This  report  contains  a  disclosure  issue  regarding  the  relationship  between  the 
board,  the  private  Montana  School  for  the  Deaf  and  Blind  Foundation,  Inc., 
and  the  School  for  the  Deaf  and  Blind.  The  report  contains  an  unqualified 
opinion  on  the  financial  schedules  and  no  recommendations  to  the  board. 
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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an 
agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly,  and 
the  agency  has  complied  with  applicable  laws  and  regulations.  In  performing  the  audit  work,  the 
audit  staff  uses  standards  set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the 
United  States  General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees 
with  an  emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  cer- 
tificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  OMB  Circular  A- 
133  require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements  and  is 
therefore  not  intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit  Division 
issues  a  statewide  biennial  Single  Audit  Report  which  complies  with  the  above  reporting 
requirements.  The  Single  Audit  Report  for  the  two  fiscal  years  ended  June  30,  1999,  will  be  issued 
by  March  31,  2000.  Copies  of  the  Single  Audit  Report,  when  available,  can  be  obtained  by 
contacting: 

Single  Audit  Coordinator  Legislative  Audit  Division 

Office  of  Budget  and  Program  Planning  Room  135,  State  Capitol 

State  Capitol  PO  Box  20 1 705 

Helena  MT  59620  Helena  MT  59620-1705 
Phone  (406)  444-3616 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  Linda  Nelson, 

Chair 

Representative  Bruce  Simon,  Vice  Chair 

Senator  Sue  Bartlett 

Representative  Beverly  Barnhart 

Senator  Reiny  Jabs 

Representative  Ernest  Bergsagel 

Senator  Tom  Keating 

Representative  A.  R.  "Toni"  Hagener 

Senator  Ken  Miller 

Representative  Bob  Keenan 

Senator  Barry  "Spook' 

Stang 

Representative  Robert  Pavlovich 

LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 

John  W.  Northey,  Legal  Counsel 

Tori  Hunthausen,  IT  &  Operations  Manager 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

James  Gillett,  Financial-Compliance  Audit 


November  1998 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Board  of  Public  Education  for  the  two 
fiscal  years  ended  June  30,  1998.  The  board's  written  response  is  included  in  the  back  of 
our  audit  report. 

We  thank  the  chairman  of  the  board  and  the  board's  staff  for  their  cooperation  and 
assistance  throughout  the  audit. 


submitted 


Scott  A.  Seacat 
Legislative  Auditor 


Room  135.  State  Capitol  Building.  PO  Box  201705   Helena  MT  59620-1705 
Phone  (406)  444-3122    FAX  (406)  444-9784      E-Mail  lad@state.mt.us 


Legislative  Audit  Division 


Financial-Compliance  Audit 

For  the  Two  Fiscal  Years  Ended  June  30,  1998 


Board  of  Public  Education 


Members  of  the  audit  staff  involved  in  this  audit  were  Laurie  Evans,  Emlvn 
Neuman-Javornik,  and  Jim  Manning. 
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Board  of  Public  Education 


Mark  Racicot,  Governor* 

Nancy  Keenan,  Superintendent  of  Public  Instruction* 

Dr.  Richard  Crofts,  Commissioner  of  Higher  Education* 


Term 

Expires 
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2003 
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Dixon 

2001 

Kirk  Miller 
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2002 

Barbara  Keim 
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2000 
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1999 
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Whitefish 
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Glendive 

2005 

Sara  Casey,  Student  Representative 

Helena 

1999 

Administrative  Officials 


*ex  officio  members 


Wayne  Buchanan,  Ph.D.,  Executive  Secretary 


For  additional  information  regarding  the  Board  of  Public  Education 
contact: 

Wayne  Buchanan,  Executive  Secretary 
Board  of  Public  Education 
P.O.  Box  200601 
Helena,  MT  59620-0601 
Phone:  (406)  444-6576 
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Report  Summary 


Board  of  Public  Education  This  financial-compliance  audit  report  contains  the  results  of  our  audit 

of  the  Board  of  Public  Education  for  the  two  fiscal  years  ended  June  30, 
1998. 


We  issued  an  unqualified  opinion  on  the  financial  schedules  contained  in 
the  audit  report.  This  means  the  reader  may  rely  on  the  presented 
financial  information. 

The  audit  report  contains  no  recommendations  directed  to  the  Board  of 
Public  Education.  The  prior  audit  contained  no  recommendations. 

The  audit  report  contains  a  disclosure  issue  regarding  the  relationship 
between  the  board  and  the  private  Montana  School  for  the  Deaf  and 
Blind  Foundation,  Inc. 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Board  of  Public 
Education  (board)  for  the  two  fiscal  years  ended  June  30,  1998.  The 
audit  objectives  were  to: 

1.  Determine  if  the  board  complied  with  applicable  state  laws  and  regu- 
lations. 

2.  Make  recommendations  for  improvement  in  management  and 
internal  controls  of  the  board's  operations. 

3.  Determine  if  the  board's  financial  schedules  present  fairly  the  results 
of  operations  for  the  two  fiscal  years  ended  June  30,  1998. 

The  prior  audit  report  contained  no  recommendations.  This  report 
contains  no  recommendations  to  the  board.  Concerns  deemed  not  to 
have  a  significant  effect  on  the  successful  operations  of  the  board  have 
been  discussed  with  management. 


Background 


The  Montana  Board  of  Public  Education  was  created  by  Article  X, 
Section  9,  of  the  1972  Montana  Constitution.  The  board  consists  of 
three  ex  officio  members  and  seven  members  appointed  by  the  governor 
and  confirmed  by  the  senate.  Members  are  appointed  for  seven-year 
overlapping  terms.  A  student,  selected  annually  by  the  Montana 
Association  of  Student  Councils,  also  sits  as  a  non-voting  member  of 
the  board.  The  board  operates  an  office  in  Helena  with  four  full-time 
employees. 


The  board  exercises  general  supervision  over  the  public  school  system. 
The  board's  statutory  responsibilities  include  establishing  policies  for 
school  accreditation,  teacher  certification,  state  equalization  aid 
distribution,  special  education,  school  bus  standards  and  regulations, 
student  assessment,  school  transportation,  high  school  equivalency 
certifications,  gifted  and  talented  programs,  and  the  designation  of 
school  days  and  hours. 


In  1987,  the  legislature  created  the  Certification  Standards  and  Practices 
Advisory  Council.  The  council  consists  of  seven  members  appointed  by 
the  Board  of  Public  Education.  It  is  the  responsibility  of  the  council  to 
study  and  make  recommendations  to  the  board  in  the  following  areas: 
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teacher,  administrator  and  specialist  certification  standards;  teacher 
education  programs;  standards  of  professional  practices  and  ethical 
conduct;  and  policies  relating  to  the  denial,  suspension,  and  revocation 
of  teaching  certificates  and  the  appeals  process. 

The  Board  of  Public  Education  is  responsible  for  the  general 
supervision  of  the  Montana  School  for  the  Deaf  and  the  Blind.  At  the 
request  of  the  board,  the  School  for  the  Deaf  and  the  Blind  was  audited 
separately  and  the  report  is  issued  under  separate  cover. 

The  Board  of  Public  Education  has  a  contract  with  the  nonprofit 
Montana  School  for  the  Deaf  and  Blind  Foundation,  Inc.  (foundation)  to 
hold  and  manage  real  and  personal  property  acquired  by  the  board  or  the 
State  of  Montana  for  the  use  or  improvement  of  the  School  for  the  Deaf 
and  Blind.  We  discussed  the  relationship  between  the  board,  the 
foundation,  and  the  School  in  the  Disclosure  Issue  on  page  3. 
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Foundation  Relationship  During  our  audit,  we  noted  an  issue  regarding  the  relationship  between 

the  Board  of  Public  Education  (board)  and  the  private  nonprofit 
Montana  School  for  the  Deaf  and  Blind  Foundation,  Inc. (foundation). 
The  following  describes  the  relationship  between  the  board  and  the 
foundation. 

Section  20-8-1 1 1,  MCA,  states:  "The  board  of  public  education  shall 
either  directly  or  through  a  contract  with  a  nonprofit  corporation, 
receive,  hold,  manage,  use,  and  dispose  of  real  and  personal  property 
transferred  to  the  board  or  to  the  state  of  Montana  by  purchase,  gift, 
devise,  or  bequest  or  otherwise  acquired  and  the  proceeds,  interest,  and 
income  of  the  property  for  the  use  and  benefit  of  the  school  for  the  deaf 
and  blind.  All  donations,  gifts,  devises,  or  grants  vest  in  the  board  or  its 
designee,  as  trustee  for  the  state  of  Montana,  for  the  use  and  benefit  of 
the  school  and  its  students."  In  38  Opinions  of  The  Attorney  General 
Number  1 1 1  held:  "Under  section  20-8-1 1 1,  MCA,  the  Board  of  Public 
Education,  in  its  discretion,  may  give  money  that  has  been  donated  for 
the  use  and  benefit  of  the  Montana  School  for  the  Deaf  and  Blind  to  a 
private  non-profit  corporation  created  and  controlled  by  the  Board  and 
operated  for  the  benefit  of  that  school.  However,  the  Board  remains 
accountable  for  the  money  until  it  is  used  directly  for  the  general 
support,  maintenance,  or  improvement  of  the  Montana  School  for  the 
Deaf  and  Blind." 

The  foundation  qualifies  as  a  tax  exempt  organization  under  section 
501(c  )  (3)  of  the  Internal  Revenue  Code.  The  foundation  is  organized 
for  the  purpose  of  benefiting  children  and  youths  with  vision  or  hearing 
impairments  who  are  students  of,  or  served  by,  the  Montana  School  for 
the  Deaf  and  Blind  (MSDB).  The  foundation  solicits  contributions  and 
manages  investments  for  this  purpose.  The  foundation  issues  annual 
audited  financial  statements  each  year. 

The  foundation  reported  the  following  activity  for  the  fiscal  years  ended 
June  30,  1997  and  1998. 


Page  3 


Disclosure  Issue 


Activity  FY  1997  FY  1998 

Contributions  and  Revenues  $486,262  $375,250 

Expenses  $291,856  $232,983 

Net  Assets  $1,805,726  $1,947,993 

None  of  this  activity  is  recorded  on  the  board's  accounting  records 
(SBAS).  MSDB  records  in  its  Expendable  Trust  Fund,  on  SBAS, 
donations  received  directly  by  the  school.  The  donations  at  MSDB  are 
then  expensed  and  given  to  the  foundation  in  accordance  with  board 
policy  and  the  contract  between  the  board  and  the  foundation.  MSDB 
recorded  revenues  and  expenditures  in  the  Expendable  Trust  Fund  of 
$320,230  and  $56,657  for  fiscal  1997  and  1998,  respectively.  The 
unusually  large  amount  in  1997  includes  approximately  $291,000  of 
the  gain  from  a  land  sale.  The  donations  received  directly  by  the  school 
and  transferred  to  the  foundation  are  recorded  as  revenue  at  the 
foundation. 

In  accordance  with  state  law  and  the  Attorney  General's  opinion,  the 
board  has  formally  adopted  policies  specifying  the  relationship  between 
the  board  and  the  foundation.  These  policies  are  contained  in  Title  10, 
chapter  59,  Administrative  Rules  of  Montana  (ARMs).  The  ARMs 
requirements  include:  1)  a  formal  contract  between  the  board  and  the 
foundation;  2)  the  contents  of  the  contract  require  that  the  articles  of 
incorporation  for  the  foundation  stipulate  that  the  board  appoint  the 
foundation  directors,  the  board  shall  have  the  right  to  increase  or 
decrease  the  number  of  foundation  directors;  3)  the  foundation  shall 
report  quarterly  to  the  board  regarding  investment  holdings,  receipts  and 
expenditures. 

Governmental  Accounting  Standards  Board  (GASB)  Statement  14 
addresses  what  organizations,  entities,  or  units  constitute  the  primary 
financial  reporting  entity  and  provide  guidelines  to  determine  what 
activity  should  be  included  when  preparing  or  presenting  financial 
statements  for  the  primary  reporting  entity  in  accordance  with  generally 
accepted  accounting  principles.  Because  of  the  relationship  and  control 
the  board  has  with  the  foundation,  GASB  14  provisions  may  require  the 
foundation  activity  be  blended  with  the  board  for  a  financial 
presentation  in  accordance  with  generally  accepted  accounting 
principles.  However,  the  board  and  MSDB  financial  schedules  are 
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presented  in  accordance  with  state  accounting  policy  as  explained  in 
Note  1  to  the  financial  schedules  on  page  A-9. 

State  accounting  policy  regarding  GASB  14  is  addressed  in 
Management  Memo  (MM)  2-95-3.  This  policy  is  directed  primarily  at 
applying  GASB  14  criteria  for  preparing  and  reporting  in  the  state's 
Comprehensive  Annual  Financial  Report  (CAFR).  MM  2-95-3  does 
not  provide  guidance  to  the  board  to  determine  if  and  how  this  activity 
should  be  recorded  on  SBAS  in  accordance  with  generally  accepted 
accounting  principles  as  required  by  section  17-1-102,  MCA. 

The  board  could  work  with  the  Accounting  and  Management  Support 
Division  of  the  Department  of  Administration  to  develop  policies  and 
procedures  to  ensure  the  relationship  and  financial  activity  between  the 
board,  MSDB  and  the  foundation  is  properly  recorded  on  SBAS  in 
accordance  with  generally  accepted  accounting  policy.  Because  state 
accounting  policy  does  not  provide  guidance  for  the  board,  we  make  no 
recommendation  at  this  time.  We  will  follow  up  on  this  issue  during  our 
next  audit. 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 

John  W.  Northey,  Legal  Counsel 

Tori  Hunthausen,  IT  &  Operations  Manager 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  and  Schedules  of  Total 
Expenditures  of  the  Board  of  Public  Education  (board)  for  each  of  the  two  fiscal  years  ended  June  30, 
1997  and  1998.   The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the  board's 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  schedules  are 
free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disclosure  in  the  financial  schedules.   An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
schedule  presentation.   We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1 ,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting  other 
than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to  be  a  complete 
presentation  and  disclosure  of  the  board's  assets  and  liabilities. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results 
of  operations  and  changes  in  fund  balances  of  the  Board  of  Public  Education  for  the  two  fiscal  years  ended 
June  30,  1997  and  1998,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 


Respectfully  submkte 


fames  Gillett,  CPA 
Deputy  Legislative  Auditor 


August  17,1998 
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BOARD  OF  PUBLIC  EDUCATION 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1998 


Special  Revenue 
_  General  Fund  Fund 

FUND  BALANCE:  July  1 ,  1 997  $ 

ADDITIONS 

Cash  Transfers  In  (Out) 
Total  Additions 

REDUCTIONS 

Budgeted  Expenditures 

Prior  Year  Expenditures 
Total  Reductions 

FUND  BALANCE:  June  30,  1998  $ 

1See  note  2,  page  A-10. 
2  See  note  6,  page  A-1 1 . 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 


(6.240)1 

$ 

118,723 

124,575 
124,575 

154,295  : 
154,295 

122,058 
51 

176,277 

122,109 

176,277 

(3.774)1 

$ 

96,741 
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BOARD  OF  PUBLIC  EDUCATION 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1997 


FUND  BALANCE:  July  1,  1996 

ADDITIONS 

Cash  Transfers  In  (Out) 
Total  Additions 

REDUCTIONS 

Budgeted  Expenditures 
Total  Reductions 

FUND  BALANCE:  June  30,  1997 

See  note  2,  page  A-10. 
See  note  6,  page  A-11. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 


General  Fund 

$ 

Spec 

ial  Revenue 
Fund 

(9,422)1 

122,721 

122,646 
122,646 

162,051  : 
162,051 

119,464 
119,464 

166,049 
166,049 

(6.240)1 

$ 

118,723 
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BOARD  OF  PUBLIC  EDUCATION 

SCHEDULE  OF  TOTAL  EXPENDITURES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1 998 


PROGRAM  EXPENDITURES  BY  OBJECT 

Personal  Services 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Total 

Total  Program  Expenditures 

PROGRAM  EXPENDITURES  BY  FUND 


36,961 


1,285 


1,285 


132,302       $ 


Administration 

Advisory  Council 

Total 

73,354 

$                   49,089       $ 

122,443 

2,767 

758 

3,525 

17,935 

13,587 

31,522 

94,056 

63,434 

157,490 

6,595 

71 ,363 

77,958 

2,880 

4,681 

7,561 

2,426 

3,183 

5,609 

19,793 

15,132 

34,925 

4,473 

4,473 

8,946 

323 

515 

838 

471 

1,651 

2,122 

100,998 


1,652 


1,652 


166,084 


137,959 


2,937 


2,937 


298,386 


General  Fund 
Special  Revenue  Fund 
Total  Program  Expenditures 

Less:      Nonbudgeted  Expenditures 

Prior  Year  Expenditures 
Actual  Budgeted  Expenditures 

Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Unspent  Budget  Authority 


$ 

122,109 
10,193 

132,302 
51 

132,251 
133,663 

$ 

1,412 

1,404 
8 


$ 

166,084 

166,084 

166,084 
167,590 

$ 

1,506 

1,412       $ 


1,506 


1,506 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is 
provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 


$ 

122,109 
176,277 

298,386 

0 
51 

298,335 
301 ,253 

$ 

2,918 

1,404 
1,514 


2,918 
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BOARD  OF  PUBLIC  EDUCATION 

SCHEDULE  OF  TOTAL  EXPENDITURES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1997 


PROGRAM  EXPENDITURES  BY  OBJECT 

Personal  Services 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

Total  Program  Expenditures 

PROGRAM  EXPENDITURES  BY  FUND 


33,959 


119,575        $ 


Administration 

Advisory  Council 

Total 

64,907 

$                  55,645        $ 

120,552 

3,100 

350 

3,450 

17,609 

12,338 

29,947 

85,616 

68,333 

153,949 

6,773 

61,180 

67,953 

3,052 

6,460 

9,512 

2,929 

4,758 

7,687 

14,971 

15,205 

30,176 

4,425 

4,425 

8,850 

189 

2,882 

3,071 

1,620 

2,695 

4,315 

97,605 


165,938 


131,564 


285,513 


General  Fund 
Special  Revenue  Fund 
Total  Program  Expenditures 

Less:       Nonbudgeted  Expenditures 

Prior  Year  Expenditures 
Actual  Budgeted  Expenditures 

Budget  Authority 
Unspent  Budget  Authority 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 


$ 

119,464 
111 

119,575 

119,575 
129,914 

$ 

10,339 

165,938 


165,938 


165,938 
166,449 


511 


$ 

119,464 
166,049 

285,513 

0 
0 

285,513 
296,363 

$ 

10,850 

General  Fund 
Special  Revenue  Fund 
Unspent  Budget  Authority 


504 
9,835 


10,339        $ 


511 


511 


504 
10,346 


10,850 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  beginning  on  page  A-9. 


Page  A-8 


Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1998 


1.  Summary  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  Board  of  Public  Education  (board)  uses  the  modified  accrual  basis 
of  accounting,  as  defined  by  state  accounting  policy,  for  its 
Governmental  Funds.  In  applying  the  modified  accrual  basis,  the  board 
records: 


Basis  of  Presentation 


Expenditures  for  valid  obligations  when  the  board  incurs  the  related 
liability  and  it  is  measurable.  With  the  exception  of  the  cost  of 
employees'  annual  and  sick  leave.  State  accounting  policy  also 
requires  the  board  to  record  the  cost  of  employees'  annual  leave  and 
sick  leave  when  used  or  paid. 

Expenditures  may  include:  entire  budgeted  service  contracts  even 
though  the  board  receives  the  services  in  a  subsequent  fiscal  year;  goods 
ordered  with  a  purchase  order  before  fiscal  year-end,  but  not  received  as 
of  fiscal  year-end;  and  equipment  ordered  with  a  purchase  order  before 
fiscal  year-end. 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Budgeting  and  Accounting 
System  without  adjustment. 


Accounts  are  organized  in  funds  according  to  state  law.  The  board  uses 
the  following  funds: 

Governmental  Funds 

General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes.  Board 
Special  Revenue  Funds  include  the  Certification  Standards  and  Practices 
Advisory  Council  account  and  the  Research  Fund  account. 
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General  Fund  Balance 


The  negative  fund  balance  in  the  General  Fund  does  not  indicate 
overspent  appropriation  authority.  Each  agency  does  not  have  a 
separate  General  Fund  since  its  only  authority  is  to  pay  obligations  from 
the  statewide  General  Fund  within  its  appropriation  limits.  Each  agency 
records  cash  or  other  assets  from  the  statewide  fund  when  it  pays 
General  Fund  obligations.  The  board's  outstanding  liabilities  exceed  the 
assets  the  board  has  placed  in  the  fund,  resulting  in  negative  ending 
General  Fund  balances  for  each  of  the  two  fiscal  years  ended  June  30, 
1997  and  June  30,  1998. 


Annual  and  Sick  Leave 


Employees  at  the  board  accumulate  both  annual  and  sick  leave.  The 
board  pays  employees  for  100  percent  of  unused  annual  and  25  percent 
of  unused  sick  leave  credits  upon  termination.  Accumulated  unpaid 
liabilities  for  annual  and  sick  leave  are  not  reflected  in  the  accompany- 
ing financial  schedules.  The  board  absorbs  expenditures  for  termination 
pay  in  its  annual  operational  costs.  At  June  30,  1997  and  June  30, 
1998,  the  board  had  a  liability  of  $15,802  and  $22,037,  respectively. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees'  Retirement 
System  and  the  Teachers'  Retirement  System.  The  board's  contribution 
to  the  two  retirement  systems  was  $8,467  in  fiscal  year  1996-97  and 
$8,674  in  fiscal  year  1997-98. 


Foundation 


The  Montana  School  for  the  Deaf  and  the  Blind  Foundation,  Inc. 
(foundation)  was  formed  in  October  1983,  pursuant  to  section  20-8- 
111,  MCA.  The  foundation  performs  duties  for  the  school  under  a 
contract  with  the  board  and  files  reports  with  the  board  demonstrating 
contract  fulfillment.  The  board  appoints  the  directors  of  the  foundation. 
At  least  one  director  of  the  foundation  is  a  member  of  the  board.  The 
superintendent  of  the  school  is  the  executive  director  for  the  foundation. 


The  foundation  is  to  receive,  hold,  manage,  use,  and  dispose  of  real  and 
personal  property  given  to  the  board  or  to  the  state  of  Montana  by 
purchase,  gift,  devise,  bequest,  or  as  otherwise  acquired.  The  proceeds, 
interest  and  income  thereof  are  to  be  used  for  the  benefit  of  the  Montana 
School  for  the  Deaf  and  the  Blind.  It  is  the  intent  of  the  foundation  that 
its  gifts  to  the  school  be  used  to  supplement  taxpayer  funds.  The 
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foundation  activity  is  not  reflected  on  the  accompanying  financial 
schedules.  The  foundation  reported  it  expended  $235,494  in  support  of 
the  school  in  fiscal  year  1996-97  and  $177,641  in  fiscal  year  1997-98. 
The  foundation  reported  net  assets  of  $1,805,726  and  $1,947,993  at 
June  30,  1997  and  1998,  respectively. 


Cash  Transfers  In  The  Doard  receives  teaching  certification  fees  paid  by  teachers  for 

license  certification  or  recertification.  This  money  is  initially  collected 
and  recorded  as  revenue  by  the  Office  of  Public  Instruction  and  then  the 
cash  is  transferred  to  the  board's  Special  Revenue  Fund  accounts.  To 
avoid  recording  the  same  revenue  twice  on  the  state's  accounting 
records,  a  cash  transfer  in  is  recorded  at  the  board  to  acknowledge 
receipt  of  the  cash. 


Page  A-ll 


Board  Response 


Page  B-l 


Page  B-2 


•fate  of  $Htmtann 


BOARD  MEMBERS 

APPOINTED  MEMBERS: 

Storrs  Bishop,  Chair 
Ennis 

Joyce  Silverthome,  Vice  Chair 
Dixon 

Bob  Brown 
Whitefish 

Barbara  Keim 
Billings 

Diane  Fladmo 
Glendive 

Wilbur  Anderson 
Big  Fork 

Kirk  Miller 
Havre 

EX  OFFICIO  MEMBERS: 

Dick  Crofts,  PH.D. 
Commissioner  of 
Higher  Education 

Nancy  Keenan, 
Superintendent  of 
Public  Instruction 

Marc  Racicot,  Governor 

EXECUTIVE  SECRETARY: 

Wayne  Buchanan,  PH.D. 


Pflarii  tff  Publxt  ^bntixtxtm 


2500  Broadway 

PO  Box  200601 

Helena,  Montana  59620-0601 

(406)  444-6576 


,.0>; 


v    - 


OCT  2  8  (999 


••'.' 


October  26,  1998 

Scott  A.  Seacat 
Legislative  Auditor 
Room  135,  State  Capitol 
P.O.  Box  201705 
Helena,  MT  59620-1705 

Dear  Mr.  Seacat: 


Following,  is  the  Board  of  Public  Education  response  to  the  report  of  the  Financial- 
Compliance  Audit  conducted  by  the  Legislative  Audit  Division  for  the  two  fiscal 
years  ended  June  30,  1998.  While  there  were  no  recommendations  in  the  audit 
report,  there  was  a  suggestion  by  your  staff  regarding  a  disclosure  issue  concerning 
the  funds  held  by  the  Montana  School  for  the  Deaf  and  Blind  Foundation.  I  am 
pleased  to  inform  you  that  the  Board  has  already  taken  an  affirmative  position 
relative  to  that  suggestion. 

Specifically,  the  suggestion  was  that  the  Board:  "work  with  the  Accounting  and 
Management  Support  Division  of  the  Department  of  Administration  to  develop 
policies  and  procedures  to  ensure  the  relationship  and  financial  activity  between  the 
Board,  MSDB,  and  the  Foundation  is  properly  recorded  on  SBAS  in  accordance 
with  generally  accepted  accounting  policy."  The  Board  members  discussed  this 
suggestion  at  its  recent  meeting  on  October  17,  1998  and  directed  the  Board  and 
MSDB  staff  to  set  up  a  meeting  with  the  Department  of  Administration  at  our 
earliest  convenience.  Hopefully,  that  meeting  will  have  been  concluded  prior  to  the 
consideration  of  the  audit  report  with  the  Legislative  Audit  Committee  on  November 
17th  so  we  can  present  a  progress  report  to  that  body. 

I  wish  to  thank  you  and  your  staff  for  the  courteous  and  thoughtful  manner  in  which 
the  audit  was  conducted.  As  has  been  our  experience  in  the  past,  the  audit  was 
helpful  to  our  staff  in  a  measure  which  far  outweighed  the  minor  inconvenience  of 
the  process.  While  I  understand  that  the  principal  purpose  of  the  audit  is  to  gather 
information  for  the  legislature  rather  than  provide  a  learning  experience  for  the 
agency,  nonetheless,  this  benefit  has  been  a  consistent  feature  of  the  audits  your  staff 
has  conducted  since  I  came  to  this  position  in  1990.  We  look  forward  to  seeing 
your  people  again  in  two  years. 


Sincerely, 
Wayne  Buchanan 
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